
COMMONWEALTH OF KENTUCKY 

BEFORE TEIE UTILITY REGULATORY COMMISSION 

* * * * *  
In t h e  Matter of: 

APPLICATION OF KENTUCKY WATER 1 
T I N E  SHORT TERM FINANCING OF 1 
$2,300,000;  AND NOTICE OF AD- 1 
JUSTMENT OF RATES. ) 

SERVICE COMPANY, I N C . ,  TO CON- ) 
CASE NO. 7867 

O R D E R  

IT  IS ORDERED t h a t  Kentucky Water Service Company, I n c . ,  s h a l l  

f i l e  w i t h  t h e  Commission by J u l y  3, 1980 ,  t h e  f o l l o w i n g  i n f o r m a t i o n .  

Each copy of t h e  data  r e q u e s t e d  s h o u l d  be p l a c e d  i n  a bound volume 

w i t h  e a c h  i t e m  t a b b e d .  Where a number of sheets are r e q u e s t e d  f o r  an  

i t e m ,  e a c h  s h e e t  s h o u l d  be a p p r o p r i a t e l y  i n d e x e d ,  for example ,  Item 

lA,  Sheet 3 of 5. C a r e f u l  a t t e n t i o n  s h o u l d  be g iven  t o  c o p i e d  

material  to i n s u r e  t h a t  i t  is l eg ib le .  

S t a f f  Reques t  No. 1 

-1- A copy of t h e  a u d i t o r ' s  r e p o r t  f r o m  your m o s t  r e c e n t  

a u d i t .  

-2- The detailed work p a p e r s  showing c a l c u l a t i o n s  s u p p o r t i n g  

a l l  r e v e n u e ,  expense  and t a x  a d j u s t m e n t s  ( E x h i b i t  10D) i n  t h e  rate 

a p p l i c a t i o n ,  t o g e t h e r  w i t h  a comple te  detailed n a r r a t i v e  e x p l a n a t i o n  

of e a c h  component u sed  i n  e a c h  c a l c u l a t i o n .  Index e a c h  c a l c u l a t i o n  

and related e x p l a n a t i o n  t o  t h e  proforma a d j u s t m e n t  it supports .  

-3- The following t a x  data for  t h e  test y e a r :  

A .  Income Taxes: 

(1) F e d e r a l  operating income taxes d e f e r r e d  - 
accelerated t a x  depreciation 

( 2 )  F e d e r a l  o p e r a t i n g  income taxes d e f e r r e d  - 

(3) F e d e r a l  income taxes - operating p r o v i s i o n  

o t h e r  ( e x p l a i n )  

for c u r r e n t  y e a r  l i a b i l i t y  

( 4 )  Income credit r e s u l t i n g  f r o m  p r io r  d e f e r r a l s  
of F e d e r a l  income t axes .  

( 5 )  Inves tment  t a x  c r e d i t  n e t  

( I )  Invee tmcnt  c r e d i t  r e a l i z e d  

(11) Inves tment  credit amortized - Pre-Revenue 
A c t  of 1971 

(111) Inves tment  credit amortized - Revenue Act 
of 1971 



( 6 )  P r o v i d e  t h e  i n f o r m a t i o n  i n  3 A ( 1 )  t h r o u g h  
3 A ( 4 )  f o r  s ta te  income t a x .  

, 

( 7 )  R e c o n c i l i a t i o n  of n e t  income per  book t o  
book taxable income and t a x a b l e  income p e r  
t a x  r e t u r n  as shown i n  Format 1 A  a t t a c h e d  
and a c a l c u l a t i o n  of each component of 
Federal and  s ta te  income t a x  expense fo r  t h e  
test y e a r .  

( 8 )  A copy of F e d e r a l  and  s ta te  income t a x  r e t u r n s  
for t h e  taxa lbe  y e a r  ended duriing t h e  test 
year i n c l u d i n g  s u p p o r t i n g  s c h e d u l e s  (three 
copies r e q u i r e d ) .  

B. An a n a l y s i s  of Kentucky other o p e r a t i n g  taxes as 
shown i n  Format 2 A  attached. 

-4- A s c h e d u l e  of t o t a l  company salar ies  and wages for t h e  

test  y e a r  and e a c h  of t h e  five c a l e n d a r  y e a r s  p r e c e d i n g  

t h e  test  y e a r  as shown i n  Format 3B a t t a c h e d .  

-5- A s c h e d u l e  of t h e  u t i l i t y  p l a n t  showing t h e  deprec ia t ion  

rate a p p l i e d  t o  each a c c o u n t .  

-6- An a n a l y s i s  of a l l  a d v e r t i s i n g  programs during t h e  test 

year-media u s e d ,  t o t a l  c o s t ,  a c c o u n t s  charged, and  

purpose and e x p e c t e d  b e n e f i t  of each program. 

-7- What is t h e  d a t e  of t h e  l a s t  d e p r e c i a t i o n  s t u d y  prepared 

by or for t h e  company? D a t e  

-8- What was t h e  i n t e r v a l  between t h e  l as t  d e p r e c i a t i o n  s t u d y  

and  t h e  n e x t  p l a n n e d  s t u d y ?  I n t e r v a l  

-9- Were t h e  latest d e p r e c i a t i o n  s t u d y  f i n d i n g  and recommendat ions:  

( a )  a d o p t e d  c o m p l e t e l y ?  

(b) a d o p t e d  w i t h  minor  exceptions? 

(c) unaccep ted?  

(d)  i f  n o t  f u l l y  a d o p t e d ,  s ta te  t h e  recommendat ions n o t  
a d o p t e d  and  f u r n i s h  r e a s o n s .  

-10- When were t h e  la tes t  depreciat ion s t u d y  f i n d i n g s  and  

recommendat ions implemented? D a t e  

-11- For  p u r p o s e s  of booking  d e p r e c i a t i o n  e x p e n s e s  t o  what 

d e p r e c i a b l e  p l a n t  b a s e  does t h e  company a p p l y  a c c r u a l  rates? 

( a )  average of b e g i n n i n g  and end-of-year  estimated b a l a n c e s .  

(b) a v e r a g e  of J a n u a r y  1 and J u l y  1 balances. 

( c )  end-of-month p l a n t  balances. 

(d) Other. E x p l a i n .  

-12- If averages of b e g i n n i n g  and  end-o f -yea r  e s t i m a t e d  balnncea 

are u s e d ,  are estimated a d d i t i o n s  r e v i s e d  when a c t u a l  

amounts are known? 



-13- 

-14- 

-15- 

-16- 

- 17- 

How is estimated n e t  salvage treated? 

( a )  The d e p r e c i a b l e  plant-base is i n c r e a s e d  or decreased 

as appropriate. 

(b) The accrual rate is adjusted t o  ref lect  t h e  n e t  s a l v a g e  

p e r c e n t a g e  of p l a n t  original cost. 

What method is used t o  allocate total depreciation require- 

ments  t o  a c c o u n t i n g  per iods f a l l i n g  w i t h i n  t h e  asset life 

span 7 

(a) S t r a i g h t - l i n e  method 

(b) Compound i n t e r e s t  or s i n k i n g  fund  method 

(c) U n i t  of P r o d u c t i o n  

(d) Combinat ion of methods. E x p l a i n .  

How are m a s s  p rope r ty  u n i t s  p r i c e d  for retirement purposes? 

(a) Actua l  cost 

(b)  F i r s t  i n  - f i r s t  ou t  

(c)  Moving a v e r a g e  cost 

( d )  Y e a r l y  a v e r a g e  cost 

(e) Average costs for each y e a r  or bands  of y e a r s  ( S t a t e  

band of y e a r s  used)  

( f )  O t h e r .  E x p l a i n .  

Are company estimates of service l i f e  and n e t  salvage 

determined: 

( a )  for each u n i t  of p r o p e r t y  ( u n i t  summation for  p l a n t  

g r o u p i n g s  ( i . e .  an  e n t i r e  t r a n s m i s s i o n s  and distri- 

b u t i o n  main o r  by p l a n t  l o c a t i o n s  ( i . e .  a specific 

pumping s t a t i o n  or s t r u c t u r e .  Exp la in .  

(b) f o r  e a c h  p r imary  p l a n t  a c c o u n t  or subaccoun t?  

(c) for p l a n t  f u n c t i o n a l  c 1 , a s s i f i c a t i o n  only? 

(d) for a l l  sye tem d e p r e c i n b l e  p l a n t  (1.e. a s i n g l e  

composi te  est imate)? 

A r e  a c c r u a l  rates based o n  estimatca of: 

(a) t o t a l  service p e r i o d  of the asset(s)? 

( b )  t o t a l  r ema in ing  s e r v i c e  p e r i o d  of t h e  asset(s)? 

( c )  a v e r a g e  service l i f e  for a p l a n t  group? 

( a )  a v e r a g e  r ema in ing  l i f e  for a p l a n t  group? 

(e) O t h e r ?  S p e c i f y .  



-18- Are accrual rates  based on estimates o f :  

( a )  Ii istorical gross salvage? 

( b )  Future gross salvage? 

( c )  Average of h i s tor ica l  and future gross salvage? 

(a)  Historical cost of removal? 

( e )  Future cost of removal? 

( f )  Average of h i s tor ica l  and future cost of removal? 

Done at  Frankfort, Kentucky, t h i s  20th day of June, 1980. 

UTILI-GULATORY COMMISSION 

Acting Secretary 
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Schedule 1 

Period 

Month prior 
to T e s t  Year 

1st Month of 
Test Year 

2nd Month 

3rd Month . 

4th Month . 

5th Month 

' 6 th  Month 

7th Month 

8th Month 

9th Month 

10th Month 

11th Month 

12th H o n t h  

Kentucky Water Service Company 

Commonwealth of Kentucky 

Case No. 7867 

NUMBER OF EMPLOYEES* 
TEST YEAR ENDING MARCH 31, 1980 

' A 13-Month Average 
For Calendar Years 
Prior to Test Year 

5th Year 
4th Year 
3rd Year 
2nd Year 
1st Year 
Test Year 

Source of Consumer 
Supply & Water- Transmission Accounts Administrative 

Total Pumpi.na Treatment & Distribution 6 Sales C General 
(4 (b) (4 (d) (e) ( f )  1 

I 

1 
I '  

*Employees whose salaries are allocated to more than one function should be included 
under Admfnistrative and General. 
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Kentucky Water Service Company 

Commonwealth of Kentucky ' 

. Case No. 7867 

ANAYLSIS OF SALARIES AND WAGES CHARGED TO EXPENSE 
TEST YEAR ENDING MARCH 31, 1980 

Line 
No. Item 
c_ 

(a) 

1. 

2. 

3. 

4 .  

5 .  

6. 

7. 

8.  

! 
9. 

10. I 

Source of Supply 
(a) Operation 
(b) Maintenance 

Pumping 
(a) Operation 
(b) Maintenance 

Water Treatment 
(a) Operation 
(b) Maintenance 

Transmission and Distribution 
(a) Operation 
(b) Maintenance 

Customer Accounts 

S a l e s  

Administratfve and General 

T o t a l  Salaries and Wages 
Charged Expense 
(1 thru 7) 

Construction 

Total Salaries and Wages 

.a 12 Months Ended 
Calendar Years Prior to T e s t  Year Tee t 

! 

. 


